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The Idea Exchange
Since the publication of the June
WOMAN C.P.A., we have received word
from two readers that they are putting into
practice the idea of a fixed numbering sys
tem for recurring journal vouchers. The fact
that even two people obtained something
worthwhile from that discussion makes us
feel that our new department has already
proved its worth.
A question has arisen regarding the policy
of anonymity of contributors to this depart
ment. We do not wish the department to
remain entirely anonymous,—in fact, we be
lieve that people should be given credit for
their ideas and their contributions. However,
we will not use any contributor’s name with
out permission. It must be the policy, how
ever, that the editors have the names and
addresses of all contributors.
*****
In our mail was the following question: —
“Having no practical accounting experience
in regard to salesmen’s earnings, the question
on occasion has presented itself as to whether
marginal earnings, plus a percentage of total
sales, should be classified as a commission or
should the portion of marginal earnings be
regarded as a reduction of sales?”
Answer: By marginal earnings, we pre
sume you mean a comparatively small fixed
compensation. W see no reason at all why
such an item should be considered as a re
duction in sales. If it is desired to show the
commissions based on a sales percentage sep
arately, the fixed compensation might be set
up as salesmen’s salaries.
*****
Another reader calls our attention to a
question which was printed in the May,
1944, issue of The Journal of Accountancy.
The questioner wanted to know if it was still
considered good practice to include a state
ment of application of funds in an audit re
port. All three answers were in favor of such
inclusion, although one stated that his firm
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used it with discrimination when it was felt
to be of value to the client. Our reader feels
that the doubt about the advisability of using
a statement of application of funds in a re
port probably arises because of the form usu
ally used for such statements.
“In our accounting courses,” she writes,
“most of us learned that a statement of ap
plication of funds consisted of two parts:
first, a comparison of working capital items
at the beginning and end of the period show
ing a resulting increase or decrease in work
ing capital; second, an analysis of the
changes in other items of assets and liabili
ties plus the change in working capital, or
perhaps using the change in working capital
as the balancing factor. To a great many
business men, this type of statement resem
bles a cross-word puzzle. They don’t under
stand it, probably think the accountant uses
it only to parade his technical knowledge of
handling accounts, and are more annoyed
than pleased when they find it in a report.
And yet in our practice, we have found that
the same business men who resent the for
malized statement of application of funds,
welcome and even request a simplified state
ment giving the same information.
“This simplified statement does not con
tain a separate comparison of working capital
items, although that may be given somewhere
else in the report. Its two divisions are
headed Sources from which Funds are Pro
vided, and Uses to which Funds are Applied.
The same elements appearing in the formal
ized statement are used except that the
changes in accounts receivable, inventories,
accounts payable, and other current items
are detailed under the proper division. The
resultant figure is an excess of funds provided
over funds used, or vice versa, as shown by
an increase or decrease in cash balances.
“It is, of course, a form of cash statement.
However, many businessmen have told us
that it gives them a comprehensive review of
their business activities in a quickly read,
condensed form.”

